University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

3-16-2001

Political Upheaval Hits Argentina
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Political Upheaval Hits Argentina." (2001). https://digitalrepository.unm.edu/notisur/12885

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 53533
ISSN: 1089-1560

Political Upheaval Hits Argentina
by LADB Staff
Category/Department: Argentina
Published: 2001-03-16
Jose Luis Machinea resigned as Argentina's economy minister on March 2, citing infighting within
the governing Alianza coalition. His resignation brought other Cabinet changes amid threats from
opposition politicians to turn back key legislation.
On March 4, President Fernando de la Rua appointed former Defense Minister Ricardo Lopez
Murphy to replace Machinea, vowing that the government would meet its economic goals and the
currency's dollar peg would remain. Secretary of the Presidency Horacio Jaunarena was named to
replace Lopez Murphy as defense minister.
In another blow to the Alianza, Graciela Fernandez Meijide of the Frente del Pais Solidario
(FREPASO), junior partner in the governing Alianza coalition, also resigned as Social Development
Minister. She will assume the less important position of assistant to Cabinet head Chrystian
Colombo, a job now held by Marcos Makon, who will take over the Social Development Ministry.
Machinea lasted just 15 months as economy minister before quitting.
Lopez Murphy, a University of Chicago-educated former consultant for the International
Monetary Fund (IMF), was chief economist for the orthodox neoliberal think tank Fundacion de
Investigaciones Economicas Latinoamericanas (FIEL). He must now try to balance the demands of
the IMF with the needs of foreign investors and weary citizens while pulling the ailing economy out
of a 32-month recession. Harsh spending cuts implemented under Machinea did little to end the
recession. Unemployment is still 15%, and consumer confidence has plummeted as people see few
signs of a turnaround.

Machinea's lack of credibility hampered performance
Upon resigning, Machinea told the daily La Nacion that, in addition to the political infighting,
he was concerned the economic situation would worsen if he stayed. Although the 54-year-old
economist was applauded for his efforts to cut costs, attempts to modernize the government, and
success in securing US$40 billion in financial aid in December, he was unable to revive the economy
and was often at odds with others within the Alianza.
Critics blamed Machinea for the tax hikes and spending and salary cuts they said stalled an
economic recovery. "Machinea had no credibility because he belongs to a sector of the Alianza that
does not believe in capitalism, in the markets, in the open economy, or the reduction of the state,"
said economist Carlos Rodriguez of the Centro de Estudios Macroeconomicos. "As a result, he had
to leave." When de la Rua took office, Lopez Murphy, a close advisor, was being considered for
economy minister. But some of FREPASO's leadership lobbied against his appointment. Instead, the
president made him defense minister.
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"This is like reissuing Machinea's plan, but with someone more reliable, which ensures an initial
push," said economist Eduardo Blasco of the financial consultancy Maxinver.com. But some
industrial and rural producers, trade unions, and FREPASO leaders still fear Lopez Murphy. He is
aligned with the most conservative sector of the Union Civica Radical (UCR) and both opposition
Partido Justicialista-peronista (PJ) legislators and members of FREPASO are concerned that his
appointment will mean more austerity measures.
"One has to remember that we're talking about human beings who for the past three years have
been living in a recession," said FREPASO Deputy Ricardo Vago. "We hope one factor he takes
into account is the people's daily reality." Lopez Murphy's economic team is almost entirely
professionals from FIEL. In a slam at the new economic team, UCR leader and former President
Raul Alfonsin (1985-1990), in announcing a bid for the Senate, declared "war against market
fundamentalism and those who would define the future of the nation with tactics promoted by the
powerful."

Argentines anxious ahead of new economic plan
Lopez Murphy said he would respect all of Argentina's signed economic pacts, including growth
targets agreed upon with the IMF to secure the US$40 billion aid deal. "We have a program and a
financial plan negotiated with multinational lenders," said Lopez Murphy. "I plan to follow through
with that agreement." He said he would stick to the administration's existing budget, which aims to
erase by 2005 a budget deficit forecast to reach US$6.5 billion the end of this year.
Economists are anxious to see Lopez Murphy's economic plan. He is expected to call on the
president and Congress to slash government expenses, including workers' salaries and pensions
and monies to the provinces measures sure to meet strong resistance. And, in contrast to Machinea,
who sought to reduce the deficit by raising taxes, Lopez Murphy is expected to accompany spending
cuts with a tax reduction. Some also expect Lopez Murphy to push for a bilateral trade agreement
with the US, relying less exclusively on MERCOSUR, which includes Argentina, Brazil, Paraguay,
and Uruguay. Even if the new minister enacts the right policies, his credibility will soon diminish if
he becomes enmeshed in the political crossfire that de la Rua was unable to contain.
"More than the person, we need political consensus so that the laws we need to pass or confirm
in Congress won't be distorted," said Maxinver.com's Blasco. "No matter who the minister is, he
won't be able to do much without it". De la Rua downplays concerns about Alianza's future De la
Rua tried to dispel concerns that his coalition government had been badly shaken by the latest crisis.
But the political upheaval raised new questions about the future of the Alianza. Relations within the
coalition have been rocky since Carlos Alvarez, who heads FREPASO, resigned as vice president in
October, helping set off a political crisis.
Opposition governors warned on March 6 of eventual social consequences any new economic
adjustment would trigger in the provinces, and they called on members of the Alianza to set aside
their differences. "The provinces cannot endure a new adjustment because the social situation in the
interior of the country is very complicated," said Buenos Aires Gov.
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Carlos Ruckauf, following a meeting of nine of the 14 PJ governors in La Plata. On March 11, de la
Rua sought to calm fears of new austerity measures. "We are not anticipating personnel layoffs,
nor reductions in salaries, nor tax increases," said the president during a trip to the province of
Catamarca. When he addressed the opening session of the legislature on March 2, de la Rua said
he planned to set up a new anti- corruption ministry in response to scandals that have plagued
political and financial establishments. He said the head of the Anti-Corruption Bureau (OA) would
be a Cabinet post. "Impunity is finished. There are no more secrets," de la Rua told both houses of
Congress. "The people want to bring a decisive end to corruption and this government is heading
that fight."
As Congress reconvened, legislators warned the administration that it would not have an easy time
even getting earlier IMF-mandated austerity measures passed. The opposition-controlled Senate
has vowed to fight a series of decrees, issued in December 2000, which de la Rua considers crucial
to any economic recovery. De la Rua was forced to pass many reforms by decree because he lacked
enough votes within his coalition (see NotiSur, 2001-02-02). The decrees that legislators have warned
are in trouble include a controversial pension reform to increase the age at which women can retire
from 62 to 65 and to cut some state contributions to pensions.
Another decree reforming union-run health care, which covers about 11 million of Argentina's 36
million citizens, has already been suspended by the courts.
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